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Cinginneti Council on
19 Pebruary 1960

It 18 & privilege to participate in the Gouncil's Sixth
Anmas), Conference on Interuationsl Affeivs. Over the yeers I
have been impressed, as have wauy others in government, by the
effort and resources the Touncil devotes 4t the promotion of an
informed appreciation of mm seffaira. This is & particoulsrly
valushle service in a period where rapid change is the rule rather

Sur subject is the Soviet economic offensive. Bub the Moscow
directed thrust sgeinst the Free World and its institutions is fa.r'
moze than scovomic, indeed, it is & total challenge.

 Undsr these conditions, economic competion is groving in
impertance. The Soviet leaders are confident that continued forced
dreft industrial grovth within the borders of the UBSR will dsmon-
. strate the superiority of comsunism over free enterprise to the
nacommitied mtmm ndeed, the schievement of mte# of grevth
B swimm higher than those being posted by the leadivg in-
Qustrisl netions of the West mekes wp the core of the Kremlia
argupent "b,ha.*b e@muniaxa is the wave of the future. Such grmrth
vill also provids tbe industrial muscle the Kremlin needs to |
sssist the spresd of commmimm in the Free Wordd by econcmic means.
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There is no denylng that Soviet econcmic growth has been
spectacular. In the short space of 30 ysars, the UBSR hes moved
forwerd to ocoupy second place mmong the werid's industrial mw.
Tt hes done 60 by denylng its owa peaple the material venefits
of their labor; instesd it has plowed back every possible ruble
into the expansion of heavy fndustry, Purther, Soviet infustry
bas sencentrsted on the output of producers goods and eymements.
Io contrast, our own industry has centered its afforts ox turning

out a wide variety of conauwmors goods .

tonsider for & moment the structure of the two largest
ecencmies in the world. In 1959, with & gross ostional product,

 ecwputed on the geme basis 06 we compute our own, and equal to

only sbout hY percent of ours, the Soviet militery effert measured

1o dollers vas about equal to that of the United States. At the

seme time, gross lovestment in Soviet industry was approximately

aq,;m o gross investmeat iu U.8. industyy.

~ €n the other band, Soviet citizens had. amm:w only &bau‘a

'W&M%MM%W@M&M@%M&M
-%ﬂﬁ@%&@%%ammmis,mmm%@

smmsatummmmmm_wmmmmx

'iﬁm of the future? The 'inmtiam# ét" the Soviet leaders
mwm m&aessimwithmrmngm:mmum
the tmm States tm in the shoriest possible hzsw«?im
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Further, because USER is expand
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period of time was the dominsnt theme of the et Parity Comgress,
beld in Moscow 8 yesr ago this month. The Seven Yemr Plan, which
vlueprints Soviet economic intentious through 1965, established

_mtmmmwmmWFMuﬁmwm ,

percent,

I¢ there vere serfous doubis about Soviet capebilities to
sshieve these industrisl goals, they diseppeared ou Jeawary 1kih
when Xhrushohev mede his memorable "State of the Union® address
%0 the Supreme Soviet, The demobilizetion of over & million men

- from the Soviet axmed forces, to be completed by 1961, sad the

cutback sxz the procurement of conventlonal weapous to save billions
of rubles, will provide, i Khrushchev's own werds, aad I quate,
ms grest sddftionel weust £ov the Fulfillment aud
everfulfillsent of our economic plens.”
Based on all ve now know about Soviet econcalc plans, end
the eXlocation of resources to inlensnt these plans, ve cen

 sstimete that their industrial production will provably grow st
. mm rate of & ta 7 percent s yeer during e 1960'. This

16 not the officlal Soviet yate, vhich s samevhet higber, but is
s reconstruction of their data to mmke the measwre of industrisl
Mmm&ewmam | -
B thde ﬁmieismmmzyeamt, mm.z.mmitﬁ'

zate of grovih of Soviet industry shovs no agprecisble tendency to

mm,mw&umasmmmzﬁwm% |
g its menufmcturing feailities st

-k
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& rete rougidy double our Own, ihe present gap belween Soviet snd
United Btates industrial output will be narrowed by 1965. Tnis
will be perticoularly the case in the fields of basic rew waterials
and producers go0ds, but gop in the £leld of conswmers goods.

The upwerd surge in Soviet industrial sutput would cause us
no omcern 1f the Central Committes of the Commmist Party wave
shaoneling moet of the goods and gerviees, added each yesyr, to

fwmmmatmumm However, this is not

the cese. Bven by 1965, t&w&i&tatmsmwsmﬁcm&m
#ill be deficient by present U.5. standards. xmxwwighwm
be receiving less than half the guagtity of clothing his American
eounterpart enjoys even wov, The schievement of the mich publicised
1965 housing goal vAll still leeve the average Russlan oity dweller
with culy 20 parcent of the living spece our urbanites ov enjoy.
A1) of these coupariscne cmlt the gusstion of mm:m guality,
vaich, viile beyond statistioal meesuremeat, wioubtedly vould
welgh the mima sven move in favor of mmm States’ copsumer.
' zthmmtmwmmmmmm
myamnmmmwmwtmuvmawﬁm»mu~
Wzm&muwmxmmmmmm
mm&;ﬁmmvwm%Miwmmpmmwﬁu
mmawmmmwmgmnmﬁumbym@
mmmwmwmwamwmwww
However, the chances of awh 2 mevelutlonary develogmest are
mmm
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z,mt & multa%w role.
procsss includes not enly the ecoptmlc blendishments of trade end
yxwm, and outright subversion. The commmnist am_ﬁw is to

© infiltrate and sbeord, t0 widernine and replace, sud ultimately
%0 take over without firiug = lhs#t, if possible, ‘
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The Soviet lsadership petently intends to use the ldoun's

 shave of futwre preduction gaius to promote their imperialistic

subitions for world power. I refer not only to the Gevelopment
st production of advenced weapons systems and the forced growth
#f peavy indumtry, but to the export of comsunism by all

paE : ﬁm BEANE «

The principal targets of international commnims are the
nevly emergent and fraglle demooracies of the Free Soxrld. The
integrated offensive is directed from MNoscov, bhut coordinated
a8 neoessary with Peiping and the Buropean Satellites. The
foymel organization responsible for Bloc integration of ths
sconomic aspects of the progranm is the Cowneil for Matual Econmuic
Assistance (CEML), with headquartevs in Moscov. The USER and o
all of the Buropesn Satellite countries ere members of CEMA |
Comenmniel Cline, m:m‘ammr, sppears 40 play at

wwmm@mm@fmmmx,wmm

aig, but also owlturel exchangss, politicel intrigue, peychologleal

n too mny coustries of Asis and Africs, Lliteracy and
W@wmm&ﬁwmwmiuwm
mmmmmmmmmuwam !’ntm
mm&r&aummﬁma&i&&mﬁs&mmnmmﬁ.
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Yor exasple, Togoland, Somalia, Migeris, Congos, Mdagascar, and
m{mrmumwmmm)mmmm
ammmmwsm;MMteaw; To these
pecgle, possessed with 8 strong deternination to establish quickly
smmxwwu:s,mmmamawommm
mmtm
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Enrushebev has sdmitted that the USHR's sconemie relatdons

. with the underdeveloped countriss of the Free World generally

have not paid off, in economic terms. About & year ago he said,
"Aoothex form of relations 1s that cbtalning between
Suemut sountries snd the ecomomicully underdsveloped
gountries. Oune may npt;' of em:rse, sty ia this cass that
Bpesking generally from the compercial viewpolnt, eur
esomomis sad technical aid 1s even wpraritable to us.
' m, eid to the underdeveloped countries 18 mwmry

B
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frop tho viswpeint of humenity end genuine humen solidarity.”

Indeed, sn exmmination ¢f the Free World eountries who are
the primsry reciplents of Soviet Bloec aid would not support the
thesls that they hevg received ald because of tmiz' ability te
satisfy the strwbegic or essential import requiresmnts of the Rloc.
m@ma&uwuawwlés.( ’ o g

The USER 4mports cotton from Bgypt, while st the seme time
1t exports comparsble grades of Soviet cotton to Western Burope.

The tes, bides, m@mm&mmm‘amm
bigh prierity imgorts for the fSoviet lﬁ;&m, nor can the coffee
that will come from Brazdl.

Bubber is, of course, of strategle iggortance to the Soviet
Bloe. But Rlsc purchsses in ‘s@w fluctuate wim;r from year &
yoar. Also, rubber purchasing ectivity has switehed from eountry
%o country in response to changes m the political alim%& and
ﬂmmgzvesﬁ of the Bloc's ;pmgmm mmimmmmmm
sowatry. Lest m, mst of the mbber Mm h;r the swiaﬁ Blog

. mmm ammm which receives no aid fyom any commmnist

Mthtmhwﬁatﬁeﬂwmmfmmmﬂw_

,a#antrzea are rev materisls for industyy, pxim.:t.y ar a@dcuitw
' W, Wemﬂm the Rloc pureha.aem vﬁqh 8 highlx pemigeiw

situwstion. Purther, the quantities imported erc usu&l}._y p— in
relation to profustion of the swe or compareble ltems within the

-§ -
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Sine-Soviet Bloc itsedf. Decause the commmiat nations can make
use ot the goods which they impori, the financial losses must
bs epsll, Yor all thepe remsons, the Boviet leaderd sxve free
to move guickly 1f they spot an opportunity for politfesl

¥hat are some of the common charscteristiecs of Blec aiév
Wi

ﬁm of all, Bioc ald is offered on an integrated an&
coptinuing basis. A line of credit is offered simultanegusly
‘with offers of technical assistence, training, mparhﬁpa most
isportent, increased trede gpportunities.

Ir an Mw&m& eountry is having &ﬁiﬂ&lﬁ;j’ in selling
its producte at adequate prices in the ex;aert wm, the Blosts
long term trade offers have partiewlar apgeal;_ gince the sise of

| thﬁx progranm is wot subject to anmusl Congressional review, the
a@viets are z:at inhibited ﬁm aiguing long-term agrew

Because of pur own agricultural am‘:&lnses\, we yould t:iml 1t
palitically aiffioult, if not impossible, to Q_ffﬁl' & gusrenteed
market for z@@mm eotton or Bumese rice, to eite only two

- edanples.

Eam&y u.s.mmmwmamm, WhaTenE

_ma&mmmﬁygmmammm. esemmm,

Blec lowns aarry & two-and-oue-belf percent interwst m‘ba, with
repeyuente to begin after the _xmaaect, such 8s & cement plant, is |
finighed anf has been brought into operation. Further, repayment
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is usually in goods, the prices for vhich are subject to ammwal
pegotiation. 'his gives the Soviets the choice of being tough

or isntent, dspending on hov things ave golng.

Third, Rloc assistance is geumd to mmauwmt -
construction of couplete plants is comen -- snd e intended to
appesl to the desire for immediste snl tangible results in Lndus-
trial production. With some exceptions, Bloc assistance la
ravely provided for sanitetion, publie housing, yublde edusetion,
or sgricultwrel sommodities, amhaaisthe case under oar PL 400
W» This means that alnost ell Bloc aid remsine & perzansnt
sod vistble symbol of commmist econcmde and technical echieve-
e, | o

Fourth, the industriel development assistance made availsble
ty the Soviets s almost alveys &irected fnto the public sector
of the ecenomy, net the private sector. -

Pinally, Bloo sid progrems sre free of military pacts.

@his gives them e particulay esteem in uderdeveloped countries.
In contvast, mrmmtﬁmmmwsmwmusww
wbdeh the U.8. hes military agreements. -

In memwry, the Commnist m&mu&”mmmm;z .

: waammmgeéummmtmm X‘bawlata -
| peutralist sentiment; it eppesss % p:wiﬁe an aﬁmﬁw a@»&emm‘;,
or in scme cases, en altamatave to U.s. aid. |

Sommnist aid, mmmam%mimwmmmmm of

M wirking tecimiclans, ssrve to esteblish & peaceful Meﬁ
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"presence.” Tt lends credence to Soviet claims of disinterested
help in schieving economic betierment. Thers are no ohvious strings
attached to it. BHowever, the ntrinsaare there.

- Cammonist propagands, promising s painless industrial trans-
foymation, the end of poverty, social stratifieation, and of

- sgrevian overpopulation, pours into the reciplent country, directed

gvertly or covertly from Mpscow.  These aggressive cempaigns made
use of all wmeans of mass communicetion. Communist tactice include
the Mp‘uz,aﬁan of various "cover" and "front" organizations

whioh pretend to reprauent ,wnth, labvor, pmfesaiem groups and

veterens. This Mlenge is gu-ticularly danperous because it
iz aften misuwnderstood; the concealment of the Commmnist Tole
often dupes vell-motivated pecple. We know thet Moscow and Pelping
sre spending, directly and indirectly, hundreds ot uillions of dollars
each yser on thege investments in disorder. |

‘Hor is this sa-callsd Ppeaceful coampetition” being earried
gut under rules that would be recognized fby the Marquia of
Queansbersy. In Mexico and Argentina, recently, Boviet enbassy
personnel were caught red-handed in fomenting strikes, & favorite
technique., ﬁ: we mt hera this aﬂermun, eclasses are being held in
Moscow to train native emista fron the underdevelopsd cmm‘bnea' :

They ere being taught to nxg&ait and pervert the natural aspirations
'afm:,y formed demoeratic ‘organizations and mﬁwﬁma, puch as

%ﬂﬁ# unions, in their own countries.
am tr.o alst Party eonws, whiich wvas held in M‘w

daet Mmry and sttended by mmmtativas ex compmnist p&rtiea

-
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from some 60 countries, meny of whom were there Lllegally, a@.:ins*b '
the wishes of their own governments, the role of Red China he.a
besn increasing. For example, the Latin Americen subversives to
the Congress returned howe vis Pelping. later, the Red Chinese
_!Wd up their Spanish langusge broadoasts snd apltuml teum.
| to the Western Kamiarmm
Btill more recently, the New Chine News Agency, su wxm of
the Chinese Communist Party, established a news service in Cubs.
Scores of Commnist Qhinese military instructors are sov in Gubs,
st the seme time that the training of & vative latin Ameriean
. Gommunist cadre 1s being carried out on miulsnd china,, ammm
by the Peiping regims. Most recently, we have seen the purchase
;a;é Red China of & sizeeble guantity of Cubsn sugsr, & new evant
in trade history. o
| fhis is the familler pattern -~ the combination of propeganda,
_sooumrlc blandishments, and subversion --; but 1t now is mush-
m cloﬁe to our own shores. - o
1%&1&&&%%&%&&%&&&%@%@@1@%
| davice, the uge of ecopumic pressure for palitia&l purposes., m
the Bloc has mt:r;mm in bvecoming a aignitimt t.mﬂiag part.mr
mat of an m&eragmw country, an mme yulnersbillity has
_ m mted m exploitation 18 & m‘t-ter of twng There are
By Ws’m‘ the use by the samt Union of trade ﬁs & wWeapon.

wmw
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fast yesr, the Hoviets mmﬁ to cut off trade with Greece
if that nation alloved NATD missile bases to be established on her
territory. |

- Pragsure from Moscow for a Soviet-Iranian mwaum
paot wee backed nyvm 1959 by the withholding of orders for
‘;Irani&niaaﬁ and zinc ores, for which the traditional mx-ket; hes
‘been the USSR. This sotion csused the virtusl collspse of the
franian leed mining industry.

Just a Jittle over & year ags, the Pinnish govermment fell,
s ﬁeﬁ& ot !‘iw'a vulnerability to Boviet pressure. Angered
by efforts of the Finnish government to move closer to e West,

the Soviets were quick to xeact. They cut off petroleum supplies,

e&natmﬁ orders for manufectured goods and refused to negotiate
& m agmmt Boviet economic pressure wag skillfully
eoerdinated with political pressure by the Finnlsh Commnist
‘mmavmzsmmmbymwmwmmmm

'mmtntﬁm. Ammbaginnm_efthemwwaﬁmtc

the toppling of the Fagerholm government, only two months elapsed.
e gommmnist Chinese have learned the same technique. For
months, they have been threatening trade reprisals against
Mmata x'or that aountry*s ur:ti:ma agsinat the Overseas Chinese
dving v:m its bm*dsrm Imim&aia. has bem regoving the |
Oversens Ghlm:a from their p@sit&m af mrciszng a virtual

' trade monopoly in rurel aress, an activity vhich was profitable

1 ~
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epough to constitute & principsl source of revenue for the
Infonesian Commmist Pariy.

I 4o not vish to lesve the impression that the lesders of
Free World unferdevaloped nations ere hlind to these strings
mt}mniatammdtm They are willing to expand their
sconsprdc ocontacts with m Saviet Bloc for a variety of ressons.
But baslc to all explenations of the success of the Bloc program
is the fact that mmlapeé eeuntma m aapital starved.
~ Wnile admitting thelr susplcious of ﬁmﬂat. intentions, these
lesders have defended their acceptance of Bloc assistance on the
ground that the great need for capital justified the risk.

Resent months have seen a rise of American prestige and &
decline in Commnist prestige in meny underdeveloped countries.
Events such as the commnist indoctrinstion of Free World students
‘sent o the USSR 'fnr technical training, the rape of Tibet, and
the Chinese border clashes with Indla not only dull the lure of
Wﬁﬁxﬁ, %ut Ybrighten the prospects fax true dem .

We now have 8 bmthiag zpall to s-obariy cenaiﬁsx- the bust |
means of mh&u&ng our very great assets nm‘i eambili‘bies -
mmwmﬁmu *~mm@tﬁml&ytimte&melmt
nesds of the newly emergent countries, It is a challenge worthy
of & firet clainm on our energles snd mvinmrésiﬁs. Por the outcome
of this fateful competition will 4o much to determine the shape
of tomorrow. As ouwr Director, Mr. Allen Dulles hes said,

"If the communists succeed and ve fall, 1t will be
-'mtheyhaw‘ﬁaw& mm&rmwmﬁ
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pover, gkill and rescwrces to our destructlon than we
bave been willing to devote %0 cur own preservetion.”
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